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Comments on the Percy Committee plan of provincial contributions.

As was only to be expected, this part of the Committee's
work has been subjected to severe criticism, unlike its plan
for distribution of income-tax.

The very fact of their adopting the Meston Committee
formula of 'increased spending power' has set the Pro-
vinces against it. Well might Lord Meston repeat his gibe
that the task is impossible, as it involves the filling of nine
thirsty quarts out of a pint pot of revenue. A suggestion
has been made that the contributions should, instead, be
based half on population and half on total revenues. On
theoretical grounds there is a great deal to be said in
favour of such a plan, but it would not solve the problem
of Bengal, Bihar and Orissa, and Assam.

The suggestion that some Provinces, in order to meet the
deficit of others, should from the start be deprived of a
substantial portion of the revenues allotted to them is re-
garded with great disapproval, and quite naturally so.

The absence of a time-table for the extinction of pro-
vincial contributions is contrasted with the recommenda-
tion of the Davidson Committee that a moiety of the cash
contributions of the States should be extinguished at the
latest in ten years from federation, and the whole within
twenty years. If no time-table can be prescribed for the
remission of provincial contributions, there should be none
for the remission of the contributions from the States.

The present writer is convinced that so long as pro-
vincial contributions continue, the Federal Finance Minis*
ter will have no peace; resolutions will be moved every
year in the Federal legislature recommending their re-
mission; the comparative claims of remission of taxation
and reduction of contributions, in the event of there being
a substantial federal surplus, would be very difficult to